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For Flexible Rent and Interest 


Two unique plans have been worked out by Millard 
Peck of the Agricultural Economics Department of the 
Iowa State College, Ames,—one for adjusting farm 
rent to prices and cash income, adapted to the tenant; 
the other for varying farm mortgage interest in accord- 
ance with the price level. Both are described in the 
weekly clip sheet issued by the college on October 24. 

Simple tables are worked out, based upon the indices 
of prices of the leading ten farm products of Iowa, as 
published monthly by the college. In the case of the 
renter, the plan works as follows. If the simple average 
of the monthly prices of ten farm products for eleven 
specified months is 150, the rental shall be $8.70 per 
acre; if the average of monthly prices is 140, the rental 
shall be $8.12 per acre; and so on; if the average of prices 
is only 70, then the rental shall be only $4.06 per acre. 
Rents would be paid in two installments, one on October 
1, a fixed amount of $2.50 per acre; the second on Feb- 
ruary 15, to be computed on the basis indicated. 

For interest on mortgages, the principle is the same, 
the value of a mortgage being regarded as varying with 
the price level. For example, in one instance when the 
price index was 146 in 1929, land was valued at $170 
an acre. But during the first six months of 1932, the 
index of prices was only 57, and the real value of land 
only about $66 per acre. If such a plan were in effect 
interest on the mortgage would be paid in proportion to 
changes in prices and values. 


Newspaper reports from Iowa indicate that a special 
state agricultural council has been formed to deal with 
the problem of working out adjustments between credi- 
tors and debtors in the present emergency. County coun- 
cils are to be formed, on which will sit bankers, farmers, 
business men, extension agents, etc. They are to deal, 
case by case, with farm operators who cannot pay interest 
on their mortgages. In every instance, the press dispatches 
state, an effort is to be made to work out an } adjustment 
so that the operator may continue. 

These developments and plans may nes significance 
for the entire business world. Opinion is developing in 
favor of more systematic efforts to adjust indebtedness 
and other capital charges to the situation created by the 
low price levels now obtaining, without going through the 
costly and tedious processes of bankruptcies and reor- 
ganizations. 


Tariffs 
The decrease in foreign trade during the depression, 
the debate of the candidates for public office in the 


United States on the effects of the tariff, the agreement 
of Canada and Great Britain on preferential tariffs, the 
effect of tariffs on international debt payments, and the 
preparations for a World Economic Conference in con- 
nection with which tariffs will be an important issue, 
whether or not they are on the agenda, indicate “the 
prominence of the tariff issue in domestic and interna- 
tional politics. 

At a time when the unemployed number between ten 
and twenty millions and the index of production in the 
United States shows a drop from 119 in 1929 to 56 in 
July, 1932, it is apparent that a further decrease in this 
country’s foreign trade would be disastrous. Similar con- 
ditions in other leading industrial nations have resulted 
in a clogging of the world’s harbors with idle shipping. 
The depletion in trade revenues has increased national 
deficits. Debtor nations have defaulted on interest pay- 
ments and currencies have been thrown off the gold 
standard. The reaction of the nations thus far has been 
the imposition of higher tariffs and additional import 
quotas. The consequences of such economic nationalism 
are economic isolation, reduced standards of living, and 
abrogation of international cooperation. Only Holland, 
Belgium, and Luxemburg, “convinced that the progressive 
realization of greater freedom of trade is one of the 
essential conditions of world prosperity,” have taken steps 
to counteract the present trend. Their agreement to 
reduce tariffs inter se by 10 per cent a year with the hope 
that other nations would join the movement has met with 
little or no response. 


CHANGES IN AMERICA’S FOREIGN TRADE 


The value of American exports decreased from $5,- 
200,000,000 in 1929 to $3,800,000,000 in 1930, to $2,- 
400,000,000 in 1931, and to $1,188,894,000 for the first 9 
months of 1932. The value of American exports for the 
first 6 months of 1929 was $2,623,200,000 and for the 
same period in 1932 $841,800,000, a decline of 67.8 per 
cent. During the same period imports declined 62.1 per 
cent. For the first six months of 1932 the discrepancy 
in the percentages of decline between exports (23.3) and 
imports (10.7) was still greater. The low points in both 
exports and imports seem to have been reached in July, 
1932, when exports amounted to $106,764,576 and im- 
ports $79,422,302. By the end of September exports had 
increased by 23.6 per cent, due largely to a sharp increase 
in cotton shipments, and imports had increased by 23.4 
per cent. Both exports and imports, however, were much 
below the’ figures for September, 1931. 

A large part of the decrease in the value of foreign _ 


1See Federal Reserve Bulletin, September, 1932. 
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trade may be attributed to declining price levels, but, 
while wholesale commodity prices declined between June, 
1929, and June, 1932, by 33.7 per cent, the value of 
exports declined 67.8 per cent and of imports 62.1 per 
cent, which indicates that the principal factor was the 
decrease in volume. In 1929 the prosperity of producers 
of cotton, wheat, rye, tobacco, lard, refined petroleum 
products, copper, and various types of machinery de- 
pended upon the sale of from one-sixth to one-half of 
their products in foreign markets. The demand of these 
producers for materials in the home market affected 
other producers. In 1928 President Hoover estimated 
that American foreign trade provided a livelihood for 
about 2,400,000 families in this country. 


Causes of the decline in foreign trade are found in 
the lessening of purchasing power in all parts of the 
world, in tariffs and other trade restrictions, and in inter- 
national debts. It is with the last two of these that we 
are here principally concerned. 


CHANGE IN BritisH TARIFF POoLicy 


Fifty upward revisions of the tariffs of the principal 
trading nations were made prior to 1930. Nevertheless, 
following the enactment of the Hawley-Smoot tariff bill 
in that year quota systems restricting imports continued 
to develop. Certain foreign tariffs imposed since 1930 
seem to have been inspired directly by the Hawley-Smoot 
tariff, the outstanding examples being the countervailing 
duties established by Canada, the second best customer 
of the United States, which were intended to divert to 
Great Britain purchases formerly made in the United 
States. Since 1915 Great Britain, the best customer of 
the United States, has increasingly resorted to protective 
tariffs. In that year the duties of 334 per cent on certain 
luxury articles constituted the first important departure 
from Britain’s former tariff policy, which for 100 years 
has been directed toward the attainment of world free 
trade. 

In 1919 imperial preference was established by re- 
ducing duties in favor of the Dominions and colonies. 
In 1921 the Safeguarding of Industries Act gave to cer- 
tain “key industries” in Great Britain a tariff equal to 
one-third of the value of their products. In November, 
1931, the Board of Trade was given discretionary power 
to impose duties ranging up to 100 per cent on commodi- 
ties whose import had abnormally increased. The Horti- 
cultural Products Act in 1931 gave the Minister of Agri- 
culture power to place emergency duties on out-of-season 
fruits, vegetables and flowers. This was regarded as the 
entering wedge of food tariffs. On March 1, 1932, the 
Import Duties Act went into effect. It established a 10 
per cent duty on all goods which were not already subject 
to duties, except certain specified items. It set up an 
“Import Duties Advisory Committee” which can recom- 
mend additional duties to the Lords of the Treasury, who 
may issue an order, subject to the approval or rejection 
of Parliament, putting the duties into effect. The com- 
mittee recommended, and the Treasury issued, on April 
19, 1932, an- order for additional duties on a long list 
of commodities, the general level of protection ranging 
from 15 to 33% per cent ad valorem. Whether these 
duties will be high enough to satisfy the tariff extremists, 
who regarded the 10 per cent as inadequate, remains to 
be seen. In May, 1932, an act was passed giving the 
British grower of wheat a tariff of about 40 cents a 
bushel which in the last analysis will be paid by the 
British consumer—a return to the policy of the old corn 
laws. 


In order to establish a strong bargaining position in 
the Imperial Conference at Ottawa, Canada, in July, the 
Import Duties Act provided that neither the “general” 
nor the “additional” duties were to be chargeable against 
goods of British Empire origin until after November 15, 
1932. Some of the more important results of that con- 
ference which have been announced are as follows. Sev- 
enty-nine different kinds of manufactured goods imported 
from Great Britain, on which duties were formerly levied, 
Canada will admit free. On 136 other commodities 
British goods receive increased preference. On 53 of these 
preference is achieved by lowering existing tariffs on 
British goods and on 83 by raising tariffs on imports 
from other countries. Altogether, 262 changes have been 
made in the 807 items of the Canadian tariff system. 
These changes are expected to divert to Great Britain 
business formerly transacted by Canada with the United 
States and other countries. The United States Depart- 
ment of Commerce estimates, on the basis of 1930 trade 
statistics, that $75,000,000 of American exports will be 
affected. Our exports to Canada in 1929 amounted to 
$902,000,000 ; in 1930 to $660,000,000; in 1931 to $395,- 
647,000; and in the first eight months of 1932 to $170,- 
432,000 (compared with $295,701,000 in the correspond- 
ing period of last year). 

Canada has established a tariff board which is required 
to review, upon the request of Great Britain, the correct- 
ness of any duties which are considered out of harmony 
with the Ottawa agreement. 

Canada will obtain preferences of from 10 to 20 per 
cent on soft woods, fish, copper, lead, zinc, nickel and 
cobalt in the British market. These preferences are ex- 
pected to divert much trade from the United States. The 
preferences obtained by Canada on agricultural exports to 
Great Britain are regarded by Canadians with great 
satisfaction because the Hawley-Smoot tariff had closed 
the United States market to Canadian farmers. Canadian 
flour enters the British market free of duty and on wheat 
Canada receives a preference of six cents a bushel. 

Similar adjustments will be carried out between Great 
Britain and other Dominions and between Dominions. 
Great Britain pledged herself to “invite the governments 
of the non-self-governing colonies and protectorates” to 
give to the several Dominions “any preference which 
may for the time being be accorded to any other part of 
the British Empire,” and also to accord each Dominion 
certain “new or additional preferences” contained in an 
unpublished schedule. For more than half a century 
Great Britain maintained the “open door” to all nations 
trading with her non-self-governing colonies, a principle 
pursued by no other colonial power except Holland. The 
question is how far there will be, as a result of the 
Ottawa conference, a return to the principle of reserving 
colonial products and colonial markets to the mother 
country. 


THE SIGNIFICANCE OF TARIFF TRENDS 


Sir Arthur Salter declares that the inauguration of the 
British policy of protection and preferences “has been 
derived from the practice of the world in general. The 
interdependence of nations means many things. But 
among them it means this: It has become politically 
impossible for any country to adopt a fundamentally dif- 
ferent economic system from that of the other countries 
with which it trades and with which it competes in the 
markets of the world. 

“The world as a whole will either move toward a sys- 
tem in which each country can exchange the products 
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which it is best qualified to produce for those in respect 
of which other countries have corresponding advantages, 
or it will move toward an organization, national, imperial 
or regional, in which each unit will pursue the ideal of 
self-sufficiency, with their standards of living poorer for 
the loss of world trade, but, it may be thought, less pre- 
carious (so long as peace is preserved) than when their 
markets are always under the Damocles sword of possible 
new tariffs. 

“We shall move as a whole to a world order in which 
each national unit will be a unit in a general common- 
wealth, or to a system of closed and, it may be feared, 
increasingly hostile units which will add immensely and 
incalculably to the risks of further wars.”* 

The worst feature of the British-Canadian agreements, 
however, Sir Arthur believes, “is that they include an 
obligation on Great Britain to impose new duties for the 
sake of giving a preference upon them and to retain 
existing duties for the same reason. This is an innovation 
in tariff negotiations, and a very unfortunate one. We 
have had in recent history every sort of tariff mon- 
strosity, due to the clamor of national industries for 
higher protection and to mistaken views of what is in 
the national interest.” 

But it is a different matter “for a conference to result 
in one country’s engaging itself to other countries to im- 
pose duties which, whether rightly or even wrongly, it 
does not want on behalf of its own producers, and to 
retain duties even if it considers them in the light of 
experience to be injurious to its own national interests.” 


TARIFFS AND INTERNATIONAL DEBTS 


In a radio appeal to Americans on July 24, 1932, to 
participate in the coming World Economic Conference, 
Pierre-Etienne Flandin, former Finance Minister of 
France, declared that tariff walls erected by creditor na- 
tions had been largely responsible for the world economic 
crisis. He insisted that “the duty of a creditor country 
consists before everything else in favoring the methods 
of payment of his debtor. But such a country becomes 
guilty and responsible for the disorder of the world if, in 
balancing its international accounts, it desires to remain 
both a creditor for a surplus of payments in specie and a 
creditor for an excess of exports of goods.’’® 

Many debtor nations during the last two years have 
been compelled to curtail imports in order to protect 
dwindling gold reserves. But they have been forced into 
this position largely by the protective tariffs established 
by their creditors, which limited their opportunity to pay 
existing debts in goods. In this connection, it should be 
kept in mind that the war-time debts between governments 
were unlike private debts between individuals in different 
nations in that the governmental debts were not devoted 
to the creation of assets that would provide means for 
repayment. 


Those who favor cancellation of debts between govern- 
ments as a means of encouraging trade, point out that, 
since Europe is the best customer of the United States, 
cancellation would be a stimulus to international trade 
through the increased ability of Europe to buy. Further- 
more, debtor nations cannot pay unless creditor nations 
are willing to receive imports. Sir Walter T. Layton says 
that “the problem that overrides all others in importance 
is how to start trade going again, and by reviving demand, 
bring about a recovery of prices that will save us all from 


2 New York Times, October 2, 1932. 
8 New York Times, July 25, 1932, 
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bankruptcy.”* If the United States intends to increase 
its exports, only three possibilities present themselves: 
(1) to increase its imports, (2) to start lending money 
abroad again, (3) to abandon its creditor status by can- 
celling inter-governmental debts. To increase its exports 
and at the same time to receive payment of war debts, 
would require an excess of imports over exports of at 
least $1,000,000,000 a year. Obviously, those who wish 
to see the volume of export trade maintained or increased, 
for its effect on production and employment in the United 
States, tend to favor cancellation of the debts or the 
acceptance of imports sufficiently in excess of exports to 
permit payment by the debtor governments. James D. 
Mooney, vice president of the General Motors Corpora- 
tion, points out that the latter policy “would arrest the 
decline in prices through lessening the scramble for gold; 
would preserve the integrity of the debts in whole or in 
good part, and relieve the American taxpayer of the neces- 
sity of assuming the burden which cancellation would im- 
pose; would benefit the producer by giving him a vital 
export market again, and would lay before the consumer 
an abundance of goods that would raise his standards of 
living to greater heights than he has ever known.”* 


Tue PoriticaL PARTIES ON TARIFFS 


When the Hawley-Smoot tariff was passed in 1930 
several Republican leaders declared that it would turn 
the tide of depression. However, by June, 1932, the 
various indices of business activity had decreased by from 
20 to 80 per cent. The Republicans have pledged them- 
selves to maintain the present tariff and to enlarge its 
scope. Furthermore, President Hoover has indicated that 
the present administration would be willing to join the 
World Economic Conference only on condition that inter- 
national trade barriers be removed “without sacrificing 
American interests,” and the official invitations to the 
conference specify, “largely out of consideration for 
American sensibilities, that the conference will not discuss 
the tariff war." 

The Democrats as well as the Republicans have declared 
in favor of a tariff designed to equalize the differences 
between the costs of production in the United States and 
abroad, but Sir Arthur Salter points out that this is 
“destructive of the very foundation of international trade, 
which consists in the fact that some countries are, by 
virtue of their resources, skill or organization, able to 
produce and sell particular articles cheaper than others.’’® 

The Democrats have, however, declared that they favor 
reciprocal agreements, or bargaining tariffs, under which 
the United States would grant concessions on imports in 
return for equivalent concessions on American exports. 
President Hoover opposed this plan on the ground that 
it would lead either to “futilities in international negotia- 
tions” or to abandonment of the policy of “uniform and 
equal treatment of all nations, without preferences, con- 
cessions, or discriminations.’”® 

In this respect the Republicans and Democrats have 
reversed the positions they held in the ’nineties. “Neither 
party favors a horizontal reduction of existing rates in 


* Radio address reported in New York Times, July 18, 1932. 

5 Estimates by Maxwell S. Stewart of the Foreign Policy Asso- 
ciation and by James D. Mooney, vice president, General Motors 
Corporation. 

6 James D. Mooney, Industry's Stake in the Tariff and Debt 
Situation. 


-— Callender, New York Times Magazine, October 16, 
= Quoted by Charles Merz, New York Times, October 1, 1932. 
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order to facilitate repayment of loans which we have made 
abroad in our new postwar position as a creditor, or 
proposes a tariff which would aim at constancy rather 
than flexibility and frequent change.”?° 


Presbyterian Work for Dependent Children 


A study of services rendered to dependent children by 
agencies of the Presbyterian Church in the U. S. A,, 
other than the national boards, and of the needs of de- 
pendent children in communities where there are no Pres- 
byterian institutions, has been made by H. W. Hopkirk 
of the Child Welfare League of America for the Board 
of Pensions of the Presbyterian Church. It was pre- 
sented this year to the General Assembly. 

Of forty-six synods, only 8 maintain one or more active 
church organizations for the care of dependent children. 
The 8 synods maintain 11 institutions, and 3 other synods 
have 6 organizations which were caring for no children 
at the time of the study. In the eleven institutions an 
average of 72 children were under care. Only about two- 
sevenths of these came from Presbyterian families. It is 
emphasized that 90 per cent receive only institutional care, 
the remaining 10 per cent being placed in foster families. 
It is emphasized that “application of modern standards 
of care for dependent children both in foster family homes 
and institutions requires improvements in policies, plant 
and personnel on the part of most child-caring institu- 
tions . . . Policies are too rigidly limited to the provision 
of institutional care.” It is stated that unskilled workers 
should be replaced by trained persons. “The addition of 
professional services in the fields of health service, mental 
hygiene, recreation, and social case work are needed in 
most of the institutions.” 

Some of the largest synods have no church institutions 
for dependent children, and there is a concern among 
ministers and lay leaders as to what the duty of the church 
may be. Mr. Hopkirk recommends as a matter of policy 
that Presbyterians in these areas should consider assisting 
in the establishment of non-sectarian or community agen- 
cies before planning institutions of their own. He asks 
that the interests of the community be regarded as greater 
than those of the church. 

An interpretation of Mr. Hopkirk’s report is published 
in the Bulletin of the Child Welfare League of America, 
130 East 22nd Street, New York, N. Y., for October, 
1932, and the document is published in full in the Minutes 
of the General Assembly of the Presbyterian Church in 
the U. S. A. 

Farm Wages 


On October 1 farm wages ranged from 60 cents a day 
without board in South Carolina, Georgia and Mississippi, 
to $2.50 a day in Massachusetts, the average for the 
country being $1.19 a day. 

The farm wage index computed by the Bureau of 
Agricultural Economics was 84 per cent of pre-war on 
October 1, a decline of 3 points since July 1, and a 
decline of 29 points since October 1 a year ago. Usually, 
farm wages rise during the third quarter of the year. 
The Bureau reports that farm wages have registered a 
non-seasonal decline in the third quarter of the last three 
years, and attributes this to the general downward ten- 
dency in prices paid producers for farm commodities. 


10 Ibid. 


The Professors’ Diagnosis of Agriculture 


The following paragraphs are taken from a report on 
the agricultural situation made recently by the Associa- 
tion of Land Grant Colleges and Universities and sub- 
mitted to the United States Department of Agriculture: 

“The outstanding problem is to close the gap between 
prices of farm products now at only 55 per cent of pre- 
war averages and farm costs at 140 per cent. It is recog- 
nized that the completion of the processes of deflation of 
other [than agricultural] values to the low levels of com- 
modity prices and incomes leads to wholesale bankruptcies 
and changes of ownership of property as well as retard- 
ation of permanent business revival. 

“Tt is also recognized that an immediate restoration of 
farm prices to current cost levels is not likely through 
credit measures. Many individuals are therefore turning 
more and more toward possibilities of bringing about price 
improvement through monetary changes. 

“Trends in international affairs and relationships that 
have come to exist between the United States and other 
nations seem to portend continued weakness in the foreign 
demand for our agricultural products. Until there is a 
modification of those policies of economic isolation and 
national self-sufficiency which now prevail throughout the 
world, the United States will find it difficult to maintain 
the volume of its exports. 

“The present situation calls for policies and measures 
designed to strengthen cooperation among nations in deal- 
ing with basic world problems. 

“Farmers can pay off their present debts only if there 
is considerable rise in the prices of farm commodities or 
a downward adjustment with lower interest charges of 
many of the present farm debts. This is now a national 
problem requiring the assistance on a large scale of the 
national government. 

“The states and counties face the problem of reducing 
taxes on a large amount of land or of taking it over into 
public ownership. Relief can be obtained through reduc- 
ing governmental services and activities, through increas- 
ing efficiency in the administration of governmental units 
and in the services and activities supported by public 
funds and by changing tax systems to obtain a greater 
proportion of revenue from sources other than farm 
property.” 
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